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PRELIMINARY AND TENTATIVE FINDINGS 



FLORIDA STATE UNIVERSITY 
For the Fiscal Year Ended June 30, 2014 



Executive Summary 

Our operational audit disclosed the following: 

Royalties, Tuition, and Fees 

Finding No. 1: Royalty fees owed to the University were provided to its direct-support organization without 
specific legal authority. Additionally, the University should establish monitoring procedures to ensure 
compliance with contract provisions for guaranteed royalty fees. 

Finding No. 2: Our tests disclosed payments totaling $265,443 to three employees from tuition differential 
fees for which University records did not evidence that these employees provided a benefit to undergraduate 
programs, contrary to Section 1009.24(16), Florida Statutes. 

Finding No. 3: The University needed to enhance its procedures for classifying students as Florida 
residents for tuition purposes. 

Personnel and Payroll 

Finding No. 4: The University's remuneration to an administrative employee exceeded the limitation 
contained in Section 1012.976(2), Florida Statutes. 

Expenses and Disbursements 

Finding No. 5: The University needed to enhance its procedures to ensure that written vendor 
authorizations are maintained for electronic payments made through the e-Payables system. 

Purchasing Card Program 

Finding No. 6: The University needed to enhance its procedures to ensure the timely cancellation of 
purchasing card accounts. 

Information Technology 

Finding No. 7: University information technology security controls related to user authentication needed 
improvement. 

Findings And Recommendations 

Royalties, Tuition, and Fees 
Finding No. 1: Transfer of Royalty Fees to Direct-Support Organizations 

Section 1004.28(l)(a)2., Florida Statutes, provides that a direct-support organization is organized and operated 
exclusively to receive, hold, invest, administer property, and make expenditures to and for the benefit of a university. 
Section 1004.28(2), Florida Statutes, in part, provides that each State university board of trustees is authorized to 
permit the use of property, facilities, and personal services at any State university by any university direct-support 
organization and subject to the provision of that section, which include references to rules and guidelines of the Board 
of Governors. University Policy No. 4-OP-D-3 for revenue-generating contracts requires that all monies received by 
the University as a result of the execution of a revenue-generating contract must be deposited in an appropriate 
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University account. In addition, all records, held by either party, pertaining to a revenue-generating contract are 
subject to audit by the University. 

The University entered into an agreement with a company to license certain University athletic properties (e.g., rights 
to produce, sell, broadcast, or rebroadcast any events involving the University's athletic teams) for the purpose of 
promoting the properties for the mutual benefit of both parties. The original written agreement was for a ten-year 
period beginning July 1 , 2007, and provided for the University to receive annual guaranteed royalty fees in exchange 
for the worldwide multi-media rights including, but not limited to, all commercial advertising and sponsorship rights. 
For the 2013-14 fiscal year, the agreement provided that the University receive a guaranteed financial royalty totaling 
$5,104,594. 

Our review of the license agreement disclosed that none of the annual guaranteed royalty fees, totaling over 
$35 million since the inception of the agreement, had been received from the company and deposited in the 
University's accounts. University personnel indicated that the annual royalty fees had been provided instead to the 
Seminole Boosters, Inc., a University direct-support organization organized pursuant to Section 1004.28, Florida 
Statutes. In response to our inquiry. University personnel indicated that there is no University record that documents 
the authority for payment of the royalties to a University direct-support organization. Further, although requested. 
University personnel did not provide documentation of Board approval to transfer these royalty fees to its direct- 
support organization. 

University personnel indicated that, once received by the Seminole Boosters, Inc., the funds were transferred to 
another University direct-support organization, the Florida State University Foundation, as the funding source of the 
Foundation's Athletic Development Fund (ADF). University personnel further indicated that the royalty fees are 
returned to the University because the ADF is the primary funding source for payments made to the University for 
University athletic personnel compensation above the State limits stipulated in Section 1012.976, Florida Statutes. 
However, we are unaware of any specific authority in Florida Statutes or Board of Governor regulations permitting 
the University to direct royalty fees owed to the University to a University direct-support organization. 

Our review also disclosed that the University had not established adequate procedures for monitoring the terms of the 
licensing agreement to ensure all royalty fees owed to the University were received. In response to our inquiry. 
University personnel indicated that University personnel annually meet with the independent auditors of the 
University's direct-support organizations and the University relies on the auditor's review of the royalty payments for 
compliance with the contract terms during their annual financial audits of the direct-support organizations. Although 
requested, documentation of these meetings and documentation of the review of the contractor's records supporting 
the royalty fees generated and paid was not provided. Because the license agreement for royalty payments was 
between the University and the company, good business practices indicate that the University should monitor 
compliance with terms of the licensing agreement. Without periodic verification of the company's records and a 
complete accounting of all royalty fee payments, the University cannot be assured it has received all royalties to which 
it is entided pursuant to the license agreement. 

Recommendation: In the absence of specific authority, the University should discontinue the practice of 
allowing the payment of royalty fees owed to the University to be paid to its direct-support organizations. In 
addition, the University should enhance its procedures for monitoring the company's compliance with the 
terms of the licensing agreement by periodically reviewing the company's records. 
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Finding No. 2: Tuition Differential Fee 

Section 1009.24(16), Florida Statutes, states in part that each university board of trustees may establish a student 
tuition differential fee for undergraduate courses, which shall be used to promote improvements in the quality of 
undergraduate education and provide financial aid to undergraduate students who exhibit financial need. 
Section 1009.24(16)(a), Florida Statutes, provides that 70 percent of revenues from tuition differential fees must be 
expended for certain specified purposes other than for student financial aid, which include increasing course offerings, 
improving graduation rates, increasing the percentage of undergraduate students who are taught by faculty, decreasing 
student-faculty ratios, providing salary increases for faculty who have a history of excellent teaching in undergraduate 
courses, improving the efficiency of the delivery of undergraduate education through academic advisement and 
counseling, and reducing the percentage of students who graduate with excess hours. This Section also provides that 
the tuition differential fees for undergraduate education may not be used to pay the salaries of graduate teaching 
assistants. This Section further provides that except as otherwise provided in Section 1009.24(16)(a), Florida Statutes, 
the remaining 30 percent of revenue from tuition differential fees, or the equivalent amount of revenue from private 
sources, must be expended to provide financial aid to undergraduate students who exhibit financial need. 

The University established a separate fund and account to record tuition differential fee transactions, and recorded 
$44,894,369 in collections and 128,051,370 in expenses from the tuition differential fees for the 2013-14 fiscal year. 
The expenses were comprised of $23,176,669 for specific purposes other than student financial aid and $4,874,701 for 
student financial aid. Of the amount spent for other than financial aid, $18,070,818 was spent on salaries for 
472 employees. 

Our tests of 15 employees paid $695,819 in salaries from tuition differential fees disclosed $72,750 of questioned 
expenditures that represented 100 percent of one professor's salary during the Fall 2013 and Spring 2014 terms. 
University records indicated that the professor spent 25 percent of the time during those terms teaching two 
undergraduate and three graduate classes and the remaining 75 percent of the time performing other research and 
administrative activities that did not direcdy involve the delivery of undergraduate education. In response to our 
inquiry. University personnel indicated that since the professor taught at least one undergraduate course each term, 
this promoted improvements in the quality of undergraduate education as required in Section 1009.24(16), Florida 
Statutes; therefore, 100 percent of the professor's salary could be charged to tuition differential fees. However, 
University records did not evidence that 100 percent of the professor's time was spent enhancing undergraduate 
education and, as such, records did not evidence the basis for charging 1 00 percent of the professor's salary to tuition 
differential fees. 

A similar finding was noted in our report No. 2014-037, and we questioned $191,693 in salary payments to two 
professors for which University records did not evidence time spent by these professors on activities consistent with 
the specific purposes for which tuition differential fees may be expended per Section 1009.24(16), Florida Statutes. 
As of November 25, 2014, the University had not documented of record how the payments of these professors' 
salaries were consistent with the specified purposes of Section 1009.24(16), Florida Statutes, or restored these 
amounts to the tuition differential fee fund. 
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Recommendation: The University should enhance its procedures to ensure that tuition differential fees 
are expended in accordance with Section 1009.24(16), Florida Statutes. In addition, the University should 
document of record how the payments of the professors' salaries are consistent with the specified purposes 
of Section 1009.24(16), Florida Statutes, or restore the $264,443^ in questioned costs to the tuition differential 
fee fund. 



Finding No. 3: Florida Residency 

Section 1009.21, Florida Statutes, states, in part, that students shall be classified as residents or nonresidents for the 
purpose of assessing tuition. Section 1009.21(10)(e), Florida Statutes, provides that students from Latin American and 
Caribbean countries who receive scholarships from Federal or State government may be classified as Florida residents 
for tuition purposes. 

The University collected $364 million in tuition and fees during the 2013-14 fiscal year. The University undergraduate 
rate for each semester hour for non-Florida residents was $721 and for Florida residents was $216, during the 
2013-14 fiscal year. The graduate rate for each semester hour for non-Florida residents was $1,111 and for Florida 
residents was $479 for the 2013-14 fiscal year. 

Our test of 26 students classified as Florida residents during the 2013-14 fiscal year, included 8 students who were 
reclassified from non-Florida residents to Florida residents for tuition purposes because the students were residents of 
a Latin American or Caribbean country and were awarded a $500 scholarship from either the University's Republic of 
Panama campus or the University's Department of Intercollegiate Athletics. However, University records did not 
evidence that these 8 students had received a scholarship from the Federal or State government to qualify for a 
Florida resident tuition rate. Our review of University records disclosed an additional 109 students who were 
residents of a Latin American or Caribbean country that were classified as Florida residents for tuition purposes for 
the 2013-14 fiscal year. Our review of the student records for these additional 109 students disclosed that 89 students 
received scholarships from the University's Republic of Panama campus and 20 students received athletic 
scholarships. However, University records did not evidence that these 109 additional students had received a 
scholarship from the Federal or State government. 

In response to our inquiry. University personnel indicated that since the residents of a Latin American or Caribbean 
country were awarded scholarships by the University's Department of Intercollegiate Athletics or by the University 
from student generated fees (i.e., funds from a State University), controlled, administered, and awarded by the 
Republic of Panama Board of Trustees, the scholarships should be considered State scholarships as contemplated by 
Section 1 009.21 (10)(e), Florida Statutes. However, State scholarships as used in Section 1 009.21 (10)(e), Florida 
Statutes, appear to be referring to scholarships from the State of Florida government such as those set forth in 
Part III of Chapter 1009, Florida Statutes, and not to scholarships paid from University funds. The classification of 
these 117 students as Florida residents for tuition purposes resulted in a loss of $1 .3 million of nonresident student fee 
revenue to the University. 

Recommendation: If it is the University's intent to continue classifying students who are residents of a 
Latin American or Caribbean country as Florida residents for tuition purposes because such students were 
awarded scholarships from University funds, the Board should seek guidance from the Attorney General as 
to whether this practice is allowable under Section 1009.21(10)(e), Florida Statutes. 



172,750 of questioned cost from the current audit plus $191,693 of questioned costs from our report No. 2014-037. 
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Personnel and Payroll 
Finding No. 4: Remuneration of Administrative Employees 

Section 1012.976(2), Florida Statutes, stipulates that a State university administrative employee may not receive more 
than $200,000 in annual remuneration^ from appropriated State funds. This limitation does not apply to university 
teaching faculty, or medical school faculty or staff, pursuant to Section 1012.976(3), Florida Statutes. 

Our review of the remuneration paid to 27 employees totaling $15,309,957, disclosed 1 employee, the Provost and 
Executive Vice President for Academic Affairs (Provost), whose total remuneration paid from appropriated State 
funds for the period July 1, 2013 through April 2, 2014, exceeded the remuneration limitation by $61,275. 

The Provost is the chief academic officer of the University and oversees the overall academic mission of the 
University. The Provost directs the allocation of academic resources, leads the development and enhancement of 
scholarship and research, evaluates the quality of academic activity, reviews all faculty appointments, and collaborates 
with the deans, faculty, and officers of the University to promote academic excellence at all levels of the institution. 

Based on our review of the Provost's actual responsibilities, the Provost did not serve as teaching faculty or as medical 
school faculty or staff at any time during the 2013-14 fiscal year. In response to our inquiry, the University personnel 
indicated that since the Provost position is classified as a professor, which is a faculty position, the remuneration 
limitation does not apply. However, the University's records did not evidence that the individual served as a teacher, 
faculty or medical school staff and the position description did not evidence that the individual was acting in other 
than an administrative capacity. Accordingly, it is not clear on what basis the Provost would be exempt from the 
remuneration limitation applicable to administrative employees as provided in Section 1012.976(2), Florida Statutes. 

Recommendation: The University should review the salaries of all employees working in an 
administrative capacity to ensure that salaries are paid within the limitations provided in Section 1012.976(2), 
Florida Statutes, based on the employee's actual duties. Also, the University should restore the amount of 
remuneration paid in excess of the amounts allowed by Statute to its appropriated State funds from other 
University sources. 



Expenses and Disbursements 

Finding No. 5: E-Payables Program 

The University maintains an e-Payables program through a financial institution as a convenient option for vendors to 
receive payments. Pursuant to Section 215.85(4)(b), Florida Statutes, the University must receive written approvals 
from vendors authorizing electronic payments of invoices through the e-Payables system. 

During the 2013-14 fiscal year, the University made electronic payments totaling $3,393,742 to 17 vendors 
participating in the e-Payables system. However, our review of University records disclosed that documentation of 
vendor authorizations was not maintained for 1 6 of these vendors, with payments totaling $3,392,894. In response to 
our inquiry. University personnel indicated that documentation of the vendor authorizations were obtained for these 
1 6 vendors; however. University personnel were unable to locate such documentation. 



- Remuneration means salarjr, bonuses, and cash-equivalent compensation paid to a State universitjr administrative employee for 
work performed, excluding health insurance and retirement benefits. 
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Although our test did not disclose any instance of unauthorized payments to these vendors, when vendor 
authorization documentation is not maintained there is an increased risk that unauthorized transactions could be made 
without timely detection. 

Recommendation: The University should strengthen its procedures to ensure that written vendor 
authorizations are retained to document the vendor's authorization for electronic payments. 



Purchasing Card Program 
Finding No. 6: Purchasing Card Cancellation 

The University administers a purchasing card (P-card) program, which give employees the convenience of purchasing 
items without using the standard purchase order process. The University's Purchasing Card User's Policy Manual 
requires that cardholders terminating employment or transferring to another position with the University stop using 
the purchasing card at a minimum of two weeks prior to their last working date, and notify the University's 
Purchasing Card Administrator. In addition, the employee must return the card to their immediate Supervisor, Dean, 
Director or Department Head, who must complete a Cardholder Termination Form certifying that the card was 
returned, cut the card in half and attach the pieces of the card to the form, and return the form with the card attached 
to the Purchasing Card Administrator. 

University records indicated that 46 employees that were issued a purchasing card terminated employment during the 
2013-14 fiscal year. Our review of 30 of these terminated employees disclosed that the University's controls over 
purchasing card cancellation needed improvement. For 10 of the 30 former employees, the University did not cancel 
the purchasing card account until 6 to 75 days after the employee's termination date. Of these 10 employees, the 
termination forms were not submitted to the Purchasing Card Administrator until 2 to 66 days after the termination 
date for 7 employees; the date the termination forms were received by the Purchasing Card Administrator was not 
documented for 2 employees; and the termination form was never received by the Purchasing Card Administrator for 
the remaining employee. 

Our examination of purchasing card activity for these 30 former employees' accounts disclosed that no charges were 
made with the cards after the employees terminated employment. However, the untimely cancellation of purchasing 
card accounts of former employees increases the risk of unauthorized purchasing card usage. 

Recommendation: The University should strengthen procedures to ensure that purchasing card 
accounts of former employees are timely cancelled. 



Information Technology 
Finding No. 7: Security Controls - User Authentication 

Security controls are intended to protect the confidentiality, integrity, and availability of data and information 
technology (IT) resources. Our audit disclosed that certain University security controls related to user authentication 
needed improvement. We are not disclosing specific details of the issues in this report to avoid the possibility of 
compromising University data and IT resources. However, we have notified appropriate University management of 
the specific issues. Without adequate security controls related to user authentication, the risk is increased that the 
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confidentiality, integrity, and availability of University data and IT resources may be compromised. A similar finding 
was communicated to University management in connection with our report Nos. 2012-075 and 2014-037. 

Recommendation: The University should improve IT security controls related to user authentication to 
ensure the continued confidentiality, integrity, and availability of University data and IT resources. 



Prior Audit Follow-Up 

The University had taken corrective actions for findings included in our report No. 2014-037, except that finding 
Nos. 2 and 7 were also noted in prior audit report No. 2014-037, as finding Nos. 1 and 4, respectively. 

End of Preliminary and Tentative Findings 
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